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E.O. 1 1652: N/A 

TAGS: ECON, EFIN, NL, ECRP 

SUBJECT: CERP 0200: FINANCE MINISTER PREDICTS HIGHER BUDGET 
DEFICIT FOR 1978 

REF: A) THE HAGUE 2118, B) 77 THE HAGUE 4800 

1 . FINANCE MINISTER ANDRIESSEN INFORMED PARLIAMENT IN TRADI- 
TIONAL SPRING MEMORANDUM JUNE 12 THAT GON EXPECTS 1978 BUDGET 
DEFICIT TO RISE TO 13.4 BILLION GUILDERS (2.23 GUILDERS EQUAL 
$1.00), AN INCREASE OF 6.3 PERCENT OVER THE 12.6 BILLION 

GUILDER DEFICIT PROJECTED IN SEPTEMBER 1977. THE INCREASED 
DEFICIT RESULTS FROM AN EXPECTED INCREASE OF 1.6 BILLION GUILDERS 
IN 1978 GOVERNMENT EXPENDITURES TO 97.8 BILLION GUILDERS WHILE 
REVENUES ARE TO RISE BY ONLY 0.7 BILLION TO 84.4 BILLION. 

THE DEFICIT OF 13.4 BILLION GUILDERS WILL AMOUNT TO 5.3 PERCENT 
OF NET NATIONAL INCOME AND THUS EXCEED THE STATED OBJECTIVE OF 
HOLDING SUCH DEFICITS TO 4 TO 5 PERCENT OF NET NATIONAL INCOME. 

THE INCREASED DEFICIT WILL ADD A LITTLE STIMULUS TO THE ECONOMY 
WITHOUT MUCH IMPACT ON PRICES SINCE INFLATION IS STEADILY 
UNCLASSIFIED 
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DECLINING TOWARD AN ANNUAL RATE OF ABOUT 4 PERCENT. 

2. ACCORDING TO ANDRIESSEN, THE 13.4 BILLION GUILDER BUDGET 
DEFICIT WILL (FOR TECHNICAL REASONS) IMPOSE A 13.5 BILLION 
GUILDER FINANCING REQUIREMENT AS COMPARED TO THE 12.6 BILLION 
GUILDER FINANCING REQUIREMENT ANTICIPATED IN SEPT 1977 BUDGET 
MEMORANDUM. NEARLY 4 BILLION GUILDERS OF THE DEFIS 
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EXPECTED TO BE COVERED BY ADVANCE SUBSCRIPTIONS PROM DUTCH 
PENSION PUNDS AND ANOTHER 3.8 BILLION GUILDERS HAS ALREADY 
BEEN RAISED ON THE CAPITAL MARKET AND THROUGH PRIVATE PLACE- 
MENTS. OP THE REMAINING 5.8 BILLION GUILDERS OP THE DEPICIT, 

PART WILL BE PINANCED ON THE CAPITAL MARKET AND PART WILL BE 
PINANCED BY DRAWING ON CENTRAL BANK TREASURY BALANCES AND 
OTHER MONETARY BORROWING. 

3. ANDRIESSEN'S MEMORANDUM HAS CONPIRMED THAT THE VAN AGT 
GOVERNMENT HAS CHOSEN THE POLITICALLY UNCONTROVERSIAL PATH OP 
GENERALLY SUPPORTING THE 1978 BUDGET AS IT WAS PRESENTED LAST 
FALL BY THE CARETAKER GOVERNMENT WITHOUT SIGNIFICANT ALTERA- 
TION. THUS THE VAN AGT GOVERNMENT'S PROPOSALS TO REDUCE THE 
LEVEL OF GOVERNMENT AND SOCIAL SECURITY SPENDING TO PROVIDE 
MORE FUNDS TO THE PRIVATE SECTOR FOR JOB-CREATING INVESTMENT 
REMAIN TO BE REVEALED LATER THIS WEEK WHEN THE GOVERNMENT IS 
COMMITTED TO MAKE PUBLIC ITS ECONOMIC OUTLOOK THROUGH 1982, 

ITS PROPOSALS FOR RESTRAINING THE GROWTH OF PUBLIC SECTOR 
EXPENDITURES, AND ITS VIEWS ON THE LIMITS OF THE BUDGET DEFICITS. 
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